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Mr. Maysank, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


{To accompany 8S. 2786] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 2786) to amend section 106 (c) of the Housing Act of 1949, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


INTRODUCTION 


in the course of the staff investigation and review of the operations 
of the various housing programs of the Federal Government in a 
number of cities throughout the Nation, it was brought to the staff’s 
attention that because of the provisions of the act of January 31, 1823, 
as amended (31 U. S. C. 529), the Government cannot, at present, 
make advance or progress payments on account of capital grants 
contracted for slum clearance and urban redevelopment projects 
pursuant to title I of the Housing Act of 1949. After considering 
the staff’s findings it was your committee’s view that it would be 
more economical for the Government to make such advance or pro- 
gress payments since, as hereinafter explained in more detail, it would 
substantially reduce both the amount of the capital grant otherwise 
payable by the Government, and the amount of local grants-in-aid 
which the cities otherwise would be required to furnish, in connection 
with such projects. The economies achievable through such advance 
or progress payments on account of capital grants contracted for by 
the Government have heretofore been recognized by the Congress in 
making provision for such payments in connection with other grant 
programs, such as the Federal airport grant program (49 U. 5S. C. 
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1101), the Federal highway grant program (23 U.S. C. 1), and the 
National Science Foundation research contract program (42 t.. S:-C. 
1861). The bill now being reported by your committee would make 
similar provision for such payments in connection with grants con- 
tracted to be paid in connection with the slum clearance and urban 
redevelopment program. 


GENERAL STATEMENT 


Under title I of the Housing Act of 1949, the Government enters 
into contracts with cities and other local public agencies to make 
loans and grants to assist them in undertaking slum clearance and 
urban redev elopment projects—that is, the acquisition and clearance 
of land in slums and blighted areas and the disposition of the cleared 
land for redevelopment for the most appropriate use or uses as de- 
termined by the governing body of the locality concerned. The differ- 
ence between the cost of acquiring and clearing the land and the pro- 
ceeds received from its disposition at its fair value for use in accord- 
ance with the approved redevelopment plans is financed by the com- 
bination of Federal and local grants. The Federal grant may not 
exceed two-thirds of such difference, and the local grants must equal 
at least one-third of such difference. 

The act of January 31, 1823, as amended (31 U.S. C. 529), provides 
that no advance of public money shall be made in any case unless 
specifically authorized by law. Because of these provisions of the 
act of 1823, the Government, at present, cannot make any payment 
on account of a capital grant contracted for until the project has been 
finally completed and all costs incurred in connection therewith have 
been finally determined, at which time the grant would be paid in a 
single lump sum. 

Under the present requirements, then, the city or local public 
agency cannot obtain any payments from the Government on account 
of the grant as the work progresses, but must wait until every phase of 
the project is completed and all items of cost finally determined before 
any payment on account of the capital grant may be made by the 
Government. The city or local public agency therefore has to carry 
a loan for the dev elopment cost of the project until completion and 
final settlement. The result is that interest and carrying charges 
accumulate for an extended period after a substantial portion of the 
project has been completed and a portion of the capital grant has, for 
all practical purposes, been earned. The settlement of claims for 
demolition and site improvement work, final awards in condemnation 
cases, and other such contingent items, of course, can prolong for a 
considerable time the final settlement and payment. 

The accumulation of interest and carrying charges during such 
extended period, of course, increases the project cost and thus in- 
creases the amount of both the Federal and the local grants required. 
If partial payments on account of the grant can be made by the Gov- 
ernment from time to time as the work progresses, with a portion 
withheld pending completion and final settlement, a substantial por- 
tion of the interest and carrying charges otherwise required would 
thus be eliminated. This, of course, reduces the total project cost 
and, in turn, the amount of both the Federal and local grants other- 
wise required, 
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This is of special importance to many of the cities, such as New 
York, which would have to obtain any needed loan funds through 
the issuance of general obligations which are charged against the 
constitutional statutory debt limitations to which the cities are sub- 
ject, since it unnecessarily ties up municipal bonding authority which 
may be required for other needed municipal improvements. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing Jaw proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


HOUSING ACT OF 1949 


* * * * * * * 


Titte I—Stum CLEARANCE AND CoMMUNITY DEVELOPMENT AND REDEVELOP- 
MENT 


. * « * * * * 


CAPITAL GRANTS 


* * * * « . “ 

Sec. 106. 

* + * BS * * ” 

(c) In the performance of, and with respect to, the functions, powers, and duties 
vested in him by this title, the Administrator, notwithstanding the provisions of 
any other law, may— 

2 o* * * * * * * 

(6) subject to the specific limitations in this title, consent to the modifica- 
tion, with respect to rate of interest, time of payment of any installment of 
principal or interest, security, amount of capital grant, or any other term, of 
any contract or agreement to which he is a party or which has been transferred 
to him pursuant to this title; [and] 

(7) include in any contract or instrument made pursuant to this title such 
other covenants, conditions, or provisions (including such covenants, condi- 
tions, or provisions as, in the determination of the Administration, are 
necessary or desirable to prevent the payment of excessive prices for the 
acquisition of land in connection with projects assisted under this title) as 
he may deem necessary to assure that the purposes of this title will be 
achieved. No provision of this title shall be construed or administered to 
permit speculation in land holding; and 

(8) make advance or progress payments on account of any capital grant 
contracted to be made pursuant to this title, notwithstanding the provisions of 
section 3648 of the Revised Statutes, as amended, or any other provisions of this 


title. 
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